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Paying for 
Storage in the 
Current Dairy 

Economyy

Virginia Ishler

vishler@psu.edu

814-863-3912

What can you afford?

This………?

OR

This………?
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First steps

• Know your numbers
o Cost of production – breakeven numbers

• What is needed (or what can you afford)?
o Bare minimum

o Bells and whistles

• Compile advisors
o Smart decisions
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How does market volatility affect your 
margin?

• Margin/cwt – What does this number mean?

• Milk price/cwt – feed cost/cwt = margin/cwt 
(what is left over to pay all other expenses)

2014 Penn State Dairy $ense:
100 lbs milk $25 65 milk price100 lbs milk $25.65 milk price

- $  7.96 feed cost

$17.69 margin/cwt
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How does market volatility affect your 
margin?

• Penn State’s Dairy $ense 
o Margins for 2015:

$18.10/cwt - $7.86/cwt = $10.24 margin/cwt

As of May 2016

o Margins for 2016 

o $16.39/cwt - $7.29/cwt = $9.10 margin/cwt

How does market volatility affect your 
IOFC?

• IOFC– income over feed cost

• Milk price/cow – feed cost/cow = IOFC per cow 
- or the margin on a per cow basis

2014 Penn State Averages:
83 4 lb ilk $21 3983.4 lbs milk $21.39 revenue

- $  6.61 feed cost

$ 14.78 IOFC
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Here is the math:

• Penn State’s Dairy $ense

• 2015 – Avg milk production – 82.8 lbs; feed cost g p ;
per cow $6.51

$18.10/cwt * 82.8/100 = $14.98 milk income -
$6.51 = $8.47 IOFC/cow

If my breakeven IOFC is $8.15 – I’m making 
$0.32/cow/day

Income Over Feed Costs/Cow

• Penn State’s Dairy $ense

2016 Avg milk production 84 4 lbs; feed• 2016 – Avg milk production – 84.4 lbs; feed 
cost per cow $6.15

$16.39/cwt * 84.4/100 = $13.83 milk income -
$6 15 = $7 68 IOFC/cow$6.15  $7.68 IOFC/cow

If my breakeven IOFC is $8.15 –
I’m losing $0.47/cow/day
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Income Over Feed Costs/cow

40% income to feed

60% income to feed

8

Where does one start?

• Understand cash flow mechanics

• Budgets for crops

• Budgets for dairy

Know your BREAKEVEN COST OFKnow your BREAKEVEN COST OF 
PRODUCTION!
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Cash Flow “Mechanics” Milk Components
Milk Quality
Risk Management

Reproductive Mgt.
Cull Rate
Heifer Program

Forage Quality
Forage Inventory / 
Cropping Program
Feeding Management
Cow Comfort
Ration Formulation
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Annual Gross Milk by Region/Year
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Determining Cost for Home Raised Feeds
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Determining Costs for Home Raised Feeds

Determining Costs for Home Raised Feeds
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Cost/acre

Determining Costs for 
Home Raised Feeds
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Determining Costs for Home Raised Feeds

Ration Costs for the Whole Herd



7/12/2016

12

Ration Costs for the Whole Herd

Ration Costs for the Whole Herd
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2015 Actual Dairy Breakeven Summary 
Dairy Enterprise per Cow:
(Avg. Breakeven)

< $16
(0)

$16‐$18
($16.96)

$18‐$19
($18.46)

$19‐$20
($19.57)

$20‐$22
($20.91)

>$22
(26.37)

Average
(50)

Milk Inflow/Cow/Year $4,800 $4,762 $4,469 $4,561 $4,462 $4,606

Total Inflow/Cow/Year $5,583  $5,861  $5,406  $5,576  $5,683  $ 5,611 

Total Feed ($/Cow/Year) $2,371  $2,454  $2,226  $2,445  $2,980  $2,475 

Dairy Expenses $    906  $   756  $  781  $ 890  $   926  $   852 
Overhead Expenses
w/ Owner Draw $ 1,162  $1,481  $1,403  $1,459 $1,432  $1,156 

Loan Payments $   432  $   438  $   636  $   729  $ 1,067  $   659 

Expenses Other than Feed $2,060  $2,298  $2,778  $3,048  $3,795  $2,801 

Total Inflow – Total Outflow $1,152  $1,108  $   402  $     83 $(1,091) $   336 

2015 Dairy Breakeven Summary

Dairy Enterprise per Cow: $16‐$18 $18‐$19 $19‐$20 $20‐$22 >$22 Average

Gross Milk Price Farm Breakeven $   17.14  $  18.44  $   19.59  $   20.95  $   27.01  $  19.88 

IOFC Breakeven/cow $      7.05  $  7.53  $  8.06  $  8.41  $  9.63  $      7.89 
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How do budgets look planning for  
manure storage?

Budgeting for manure storage
$115,000 (150 lactating cow dairy)
Small debt load

2015 Annual Numbers - $18.00/cwt gross milk price
Current 5 yr. loan 10 yr. loan

Principle + Interest $15 000 $40 470 $28 828Principle + Interest $15,000 $40,470 $28,828
Breakeven IOFC/cow $7.16 $7.64 $7.43
Average IOFC/cow $7.94 $7.94 $7.94
Cash + or - / cow + $0.78 + $0.30 + 0.51

2016 Annual Numbers - $16.50/cwt gross milk price
Current 5 yr. loan 10 yr. loan

Principle + Interest $15,000 $40,470 $28,828Principle  Interest $15,000 $40,470 $28,828
Breakeven IOFC/cow $7.16 $7.64 $7.43
Average IOFC/cow $6.82 $6.82 $6.82
Cash + or - / cow - $0.34 - $0.82 - 0.61
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Budgeting for manure storage
$115,000 (150 lactating cow dairy)
Heavier debt load

2015 Annual Numbers - $18.00/cwt gross milk price
Current 5 yr. loan 10 yr. loan

Principle + Interest $124 060 $149 530 $137 888Principle + Interest $124,060 $149,530 $137,888
Breakeven IOFC/cow $8.04 $8.57 $8.33
Average IOFC/cow $8.58 $8.58 $8.58
Cash + or - / cow + $0.54 + $0.01 + 0.25

2016 Annual Numbers - $16.50/cwt gross milk price
Current 5 yr. loan 10 yr. loan

Principle + Interest $124,060 $149,530 $137,888Principle  Interest $124,060 $149,530 $137,888
Breakeven IOFC/cow $8.04 $8.57 $8.33
Average IOFC/cow $7.46 $7.46 $7.46
Cash + or - / cow - $0.58 - $1.11 - 0.87

3 Year Actuals: Dairy Breakeven
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3 Year Actuals: Total Feed Cost
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3 Year Actuals: Actual Income Over Feed Cost
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http://extension.psu.edu/animals/dairy/business-management

More Information and Resources Available at:
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